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EARAMAGS 

The year 1941 was one of progress, from the standpoints of service rendered,volume of business, and earnings. 
Before provision for Federal Income Taxes, net earnings were $3,769,160.48, compared with $2,417,949.99 
for 1940 and $1,798,051.02 for 1939. 

Provision for Federal Income Taxes, $1,296,000, was more than double that for 1940, $559,400, and nearly 
four times that for 1939, $330,300. 

Net profit, after Federal Income Taxes, was $2,473,160.18 for 1941, compared with $1,858,549.99 for 1940 
and $1,467,751.02 for 1939. Net profit for 1941 includes profit of $215,990.30 from the sale of property and 
equipment, compared with profit of $250,835.57 from that source in 1940. 

UM Vt REARS 

Dividends, totalling $4.25 per share, were paid during the year on 50,000 outstanding shares of preferred 
stock. On December 22, 1941, a dividend of $1.50 per share was paid on the 574,848 shares of common stock 
outstanding as of the close of business December 12, record date for payment of dividends. 

SURPLUS 

As of December 31, 1941, the surplus of the Company amounted to $4,459,527.86, being paid in surplus of 
$1,942,682.50 and earned surplus of $2,516,845.36. 







OHEHATMM HE VENUES 

Operating revenue for 1941 was $26,262,656.73, an increase of 26.9% over that of 1940, $20,689,618.30 
Passenger revenue increased 30.7%; air express revenue increased 33.4%; and air mail revenue increased 
9.12%. Airmail transported, in ton miles, increased in 1941 29.9% over 1940. 

Passenger revenue continues each year to account for a greater proportion of total revenue. In 1941, it 
provided 79.1% of total operating revenue, compared with 76.8% in 1940 and 71.1% in 1939. 


Operating Revenue 

1941 

1940 

1939 

1938 

1937 

Passenger 

$20,780,423 

$15,898,794 

$10,712,598 

$ 7,412,232 

$ 6,597,773 

Mail 

4,269.881 

3,912,817 

3,682,232 

3,362,433* 

3,009,182 

Express 

756,116 

566,796 

450,251 

353,617 

359,264 

Other 

456,237 

311,211 

225,901 

204,505 

131,040 

Total 

$26,262,657 

$20,689,618 

$15,070,982 

$11,362,787* 

$10,097,259 

* Adjusted 

to reflect air mail 

revenue earned in 1937 and 1938 , 

but received in 

1939. 


A lit MAIL 

The annual record of operation continues to reflect rendition of air mail service at constantly reduced unit 
cost to the United States Government. 


Air Mail Revenue 

1941 

1940 

1939 

1938 

1937 

% of Total Revenue 

16.25% 

18.91% 

24.43% 

29.59% 

29.80% 

Mail Revenue per Revenue Mile Flown 

13.3ft 

14.6ft 

19.2ft 

22ft 

19.3ft 

Mail Revenue per Ton .Mile of Mail 

$1.45 

$1.73 

$1.86 

$2.12 

$2.14 


A ill MAIL HATE CASE 

The Civil Aeronautics Board is engaged in an investigation of the rates now being paid to the Company 
for the transportation of mail on the various routes operated. Rates now in effect are those heretofore estab¬ 
lished by the Interstate Commerce Commission as being fair and reasonable. Hearings on the case have been 
concluded but, at the time of the preparation of this report, decision has not been rendered. 
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PASSEXGER RtSiXESS 

Air passenger traffic continued to expand; in 1941, 1,202,816 revenue passengers were transported on the 
lines of the Company. For the first time, more than a million revenue passengers were transported by an 
air transportation company in one year; thus American has established another industry record. 

The number of revenue passengers transported in 1941 was greater than the total number transported during 
the five years, 1934 to 1938, inclusive. 

Passenger load factor in 1941 showed improvement over the preceding year. The percentage of seat occu¬ 
pancy was 69.4, compared with 66.7 in 1940 and 64.6 in 1939. Load factor reflects average ratio of seats 
occupied, compared with seats available. An average of 12.8 passengers were transported each mile flown 
in 1941, compared with 11.7 in 1940. Many factors operate to prevent attainment of an average load factor 
of 100 per cent. Traffic in certain months of the year is heavier than in others; heavier on certain days of 
the week and during certain periods of the day. There is also greater density between some cities than 
between others. This variable flow of traffic prevents full utilization of available space and it will be difficult 
to greatly increase the annual average load factor attained in 1941. 

In 1941, American transported 31.9% of the total passengers transported by the domestic air transport 
industry. Comparing air passenger transportation with rail passenger transportation in 1941, only six rail¬ 
road systems recorded total passenger revenue greater than that of American Airlines. 

On the facing page is a table showing the grow th of air passenger traffic during the last five years: 


AIR EXPRESS 

In 1941 American joined with United Air Lines, Eastern Air Lines, and Transcontinental and Western 
Air in the formation of a new air cargo research enterprise, Air Cargo, Inc. The purpose of this organi¬ 
zation is to study the potentialities of an expanded air cargo service. The corporation is owned jointly by 
the four airlines named. It is anticipated that later all members of the industry will participate in the enter¬ 
prise. Research will be conducted to ascertain the economic feasibility of operating aircraft exclusively for 
transportation of cargo. 


OPERA TMXG EXPEXSES 

Operating expenses in 1941 were 1.8*f per revenue mile greater than in 1940. Major factors contributing to 
such increase were increased personnel compensation, increased material costs, increased provision for 
obsolescence and depreciation of physical properties, and cost attending institution of an employees’ retire¬ 
ment benefit plan. 








Growth of Passenger Traffic 

1941 

1940 

1939 

1938 

1937 

Revenue Miles Flown 

32,098.663 

26,749,813 

19,170,018 

15,314,792 

15,597,330 

Revenue Passengers 

1,202,816 

870,930 

541,757 

358,295 

300,571 

Average Passengers 

Per Revenue Mile 

12.8 

11.7 

10.8 

9.2 

7.9 

Passenger Seat Miles Flow n 

590.172,096 

467,328,102 

320,815,094 

254,164,586 

242,513,634 

Revenue Passenger Miles 

109,100,652 

311,746,689 

207,360,215 

140.869,290 

123,074,318 

Load Factor 

69.4% 

66.7% 

64.6% 

55.4% 

50.7% 


Operating Expenses per Revenue Airplane Mile Flown 1941 

1940 

1939 

1938 

Expenses before provision for depreciation, 





obsolescence, interest, and other charges 

63.2* 

61.4* 

60.21 

60.9* 

Provision for depreciation and obsolescence 

7.4* 

7.3* 

6.6* 

10.1* 

Interest 

.2* 

.5* 

00 

1.3* 

Sub-Total 

70.8* 

69.2* 

67.6* 

72.3* 

Non-Recurring Items 

(Income) .7^ 

(Income) ,9C* 

(Expense) 1.6^ 

— 

Total 

70.1 * 

68.3* 

69.2* 

72.3* 
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NEW HOI TES AND NEW SEH VICES 

El Paso. Dalian - Ear! Worth to Ylexlro t in/ 

The Company has applied to the Civil Aeronautics Board for a temporary certificate of convenience and 
necessity authorizing the operation of a scheduled air transportation service from El Paso, Dallas—Fort 
Worth, Texas, to Mexico City, D. F., via Monterrey. Permission from the Government of the Republic of 
Mexico for the operation of the service has already been granted. Hearings on the application to the Board 
have been concluded and decision in the case is expected soon. This application involves the operation of 
an international air transportation service. If the application be granted, operation of the ilight service will 
be conducted by American Airlines, Inc. Within the Republic of Mexico certain ground facilities will be 
ow ned and services performed by American Airlines de Mexico, S. A., a wholly owned subsidiary of American 
Airlines, Inc. 

Mlaffalo - Toronto 

Certificate of convenience and necessity granted to American, authorizing the operation of scheduled air 
transportation service between Buffalo, New York, and Toronto, Canada, permitted operations on the 
route to begin June 24, 1941. 

Wlndnor . Niagara Calls . and Bridgeport 

During the year the Civil Aeronautics Board authorized the inauguration of service to Windsor, Ontario, 
Canada, Niagara Falls, N. Y., and Bridgeport, Connecticut, additional cities to be served by the system 
of American. 

SKY CHEFS . INC. 

Providing meals of quality for a million passengers a year is a major undertaking. Because of the growing 
volume and importance of this service, a separate food service organization has been formed. This com¬ 
pany, Sky Chefs, Inc., is a wholly ow ned subsidiary of American Airlines, Inc., with capitalization of $500,000. 
Mr. N. K. Wilson, formerly Supervisor of Passenger Service for American Airlines, Inc., has been elected 
President and General Manager. Mr. John Snakard, formerly of the Treasury Department of American, has 
been elected Vice-President and Treasurer. 

Sky Chefs, Inc. will operate airport terminal restaurants and provide meals for air carriers. 

FMNANCMAE POSITION 

During 1941 funded debt of the Company was eliminated by conversion of $2,431,687.50 Five Year, 4J^% 
Convertible Debentures into shares of common stock, and by depositing in trust $1,900.00 for the payment 
of debentures not presented for conversion. 

As of December 31, 1941, 574,848 shares of common stock were issued and outstanding, compared with 
380,313 as of December 31, 1940. 71,429 shares are reserved for issuance only upon conversion of the 
50,000 shares of $4.25 Cumulative Convertible Preferred Stock at conversion rate of 1 3/7 shares of common 
stock for each share of convertible preferred stock. Of the 1,000,000 shares of common stock authorized, 
353,723 are unissued and unreserved. 


a 







Current position of the Company reflects current assets of $14,298,928 and current liabilities of $5,921,174, 
a ratio of approximately 2}^ to 1. 

Expenditures of $1,511,039 were made during the year for capital assets as shown in the table below. 
Comparable capital expenditures were $5,265,981 in 1940 and $2,467,236 in 1939. 



Aircraft 

$ 619,786 

Expenditures 

Engines 

214,963 

for 

Propellers 

48,090 

Capital Assets 

Radio Equipment 

174,000 

1911 

All Other 

454,200 


Total 

$1,511,039 


KQVMFMEXT 

At December 31, 1941, the Company operated 79 planes, 64 being 21-passenger Flagship DC-3 s and 15 
being 14-passenger Flagship Sleeper Planes. The Company owns 5 Stinson Reliant planes, used for pilot 
training. 

The Priorities Board has allocated 18 additional Douglas DC-3’s for delivery to American during 1942. 


RETtRKMKXT REXKFtT FLAX 

In December, 1941, the Board of Directors authorized, subject to the approval of the Stockholders, the 
institution of a Retirement Benefit Plan for the employees of the Company. The employees are responsible 
for providing, to the best of their ability, an income available for the years beyond their normal earning 
period. The Company has an obligation to aid in accomplishing that objective. Each employee who will 
receive benefit from the Plan will make contributions to a fund administered by the John Hancock Mutual 
Life Insurance Company and the Travelers Insurance Company. The Company will also make contribu¬ 
tions to the fund for the account of the participating employees. Approximately 95% of the eligible employees 
have joined the Plan and are making contributions thereto. Details of the Plan are described in the Proxy 
Statement accompanying this report. 

The Management and the Board of Directors recommend the approval of the Plan. 
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M0MHE0T00RS 


During 1941 four Directors were elected to the Board, to fill vacancies created by resignations: 

A. N. Kemp, President , Pacific .Mutual Life Insurance Company, Los Angeles, California 
Edward H. Butler, Publisher , Buffalo Evening News, Buffalo, New York 
John W. Farley, Attorney , Herrick, Smith, Donald & Farley, Boston, Massachusetts 
O. M. MOSIKR, Vice President , American Airlines, Inc., New York, N. Y. 


Full complement of the Board is shown on the page preceding this report. 

00FEMCERS 

Beed G. Landis, Regional Vice President, resigned during the year to join the Office of Civilian Defense. 
E. G. Bern, formerly Director of Publicity, and Max J. Pollet, formerly Assistant to the Vice President, 
were elected Regional Vice Presidents and Paul G. Larie was elected Assistant Secretary during the year. 

Jt TM0MEATMOX MX THE WAR M*Mi000;RA*M 

In addition to the continued operation of scheduled air transportation, the Company has undertaken 
several other specific assignments for the accounts of the War and Navy Departments. The details of these 
undertakings cannot now r be given, but they include personnel training, shop work, and aircraft flight 
operation. 

STAXM0ARM0S 00E SAEETY AXM0 SERVMCE 

Our aircraft are well maintained and are in excellent physical condition. Flight operation is supervised by 
able personnel and aircraft are flown by trained and experienced crews. You may state with assurance that 
the high standards of operation which have heretofore characterized the conduct of air transportation are 
continued and will continue. 


By Order of the Board of Directors: 


Respectfully submitted , 



See Page 13 hereof in regard to the Civil Aeronautics Board’s Order and Opinion dated .March 12, 
1942 concerning the Company’s compensation for the transportation of air mail, which was 
issued after the preparation of this report. 
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STATEMENT MX MIEOAMtMP TO THE mil, AEHOAA MJTMCS MtOAHMP'S O1U0EH A AMP OM*MAMOA MPA TEMP 
AM A HP MM M2. MU M2. CONCERXMNG TMME CO AM RE ASA TMOX FOK TMtA AS M’MPMt TATM OA OF 

AMH AM A MM. 


Subsequent to the preparation of the following linaneial 
statements and accompanying report of Messrs. Arthur 
Young & Company and after the Annual Report for the 
year 1941 was set in type, an Order and Opinion of the Civil 
Aeronautics Board dated March 12, 1942, pertaining to the 
rates of compensation for the transportation of mail by 
American Airlines, Inc., has been received. In its Opinion 
the Board took the position that it was empowered, under 
the Civil Aeronautics Act, to make a determination of fair 
and reasonable rates for the transportation of air mail as of 
the date of the institution of the proceeding (i.e. December 
1, 1939) and in its Order it determined as fair and reasonable 
for the period December 1, 1939 to March 31, 1942, rates 
substantially lower than those theretofore established by the 
Interstate Commerce Commission as fair and reasonable and 
received by the Company during that period. If these rates 
had been in effect since December 1, 1939, the Company’s 
operating revenues from the transportation of air mail would 
have been less, for the fiscal years 1939, 1940 and 1941, by 
approximately $150,000, $1,770,000 and $2,080,000, respec¬ 
tively. If the Government should recover such amounts 
from the Company, the amount thereof would constitute 
an income tax deduction; however, the resulting tax sa\ing, 
if any, cannot be determined at this time. 

The Opinion of the Board in respect to the rates for the 
past period reads, in part, as follows: 

“In the present proceeding, the Board’s duty is to sim¬ 
ply determine a fair and reasonable rate which would 
be applicable to the carrier during the pendency of the 
proceeding. If the consequence of the Board’s Order 
in the present case is to create a claim in favor of the 
Government against the carrier for excess payments 
made under previous authorization, the Government 
might file suit for the recovery, under ordinary common 
law principles, of the amount in which the carrier is 
indebted to it by reason of the overpayments. Or the 
simpler procedure of set-off might be adopted, either 
by the General Accounting Office in its adjustment of 
claims by or against the United States Government, or 
by the Postmaster General in w ithholding from current 
mail payments certain sums until the amount of the 
excessive past payments has been offset.” 

In its Order the Board also fixed a rate of compensation for 
the transportation of air mail for the period beginning April 
1, 1942 which it estimates will yield the Company approxi¬ 
mately $2,273,000 of air mail revenue annually based on 
present operating conditions. 

For your information there is quoted below a statement 
made by the President of the Company to the press on the 
subject of this Order: 

“The Order of the Civil Aeronautics Board reducing 
the rates for the transportation of mail by American 
Airlines, Inc. is neither in keeping with the purpose of 
the Civil Aeronautics Act nor with its appropriate pro¬ 
visions. The mail rates heretofore paid to the Company 
were originally established by the Interstate Commerce 
Commission. 

“American Airlines, Inc. began business on May 13, 
1934. From that date to November 30, 1941, the net in¬ 


come of the Company from all sources w as $3,993,272.00. 
The Civil Aeronautics Board, in its Order, proposes that 
the government recover $3,815,850.00 of the amount 
paid to the Company during that period for transport¬ 
ing the mail. 

“Summarized, this Order of the Board, as we interpret 
it, proposes that substantially the total earnings of the 
Company be expropriated; that the future revenue for 
the transportation of mail be reduced approximately 
47% and that the Company continue to render the 
same postal service at the reduced basis of compensa¬ 
tion. All of this, too, in a period of increasing war 
requirements and rapidly increasing costs. 

“The Civil Aeronautics Act provides that the rates to 
be paid for the transportation of mail by aircraft shall 
l>e ‘fair and reasonable’. In the determination of what 
shall constitute a ‘fair and reasonable’ rate there should 
always lie upon the administrative agency an obligation 
to be just. 

“The rates ordered by the Civil Aeronautics Board are, 
in our opinion, insufficient for the encouragement and 
development of an air transportation system, unfair, 
unreasonable and unjust. 

“If the policv implied in this latest Order of the Civil 
Aeronautics board had been instituted some years ago, 
there would, in our opinion, be no air transportation 
system in this country today. Whether or not the ex¬ 
isting system of air transportation, after nearly four 
years of regulation by the Civil Aeronautics Board, is 
adequate even for the present needs of the national 
defense is a question already raised elsewhere. 

“If this Order of the Civil Aeronautics Board l>e sus¬ 
tained and the policy it implies be extended to all 
members of the air transportation industry, the effect of 
that policy, in our opinion, will be to handicap the par¬ 
ticipation of air transportation in the war program; to 
stifle opportunity for American flag enterprise in post¬ 
war international air commerce; to penalize initiative 
and enterprise; to discourage the participation of private 
capital in air transportation and. ultimately, by its re¬ 
sults, to destroy the confidence of the Congress and of 
the public in the administration of aviation by the Civil 
Aeronautics Board. 

“The rate of compensation for the transportation of 
mail by American Airlines is at this time a matter of 
only relative importance; the record of the Civil Aero¬ 
nautics Board to date in the fulfillment of its obligation 
to encourage the development of an air transportation 
system adapted to the needs of national defense, and 
the future of air transportation under the policies of the 
Civil Aeronautics Board is a matter which we respect¬ 
fully submit may well be the concern of many.” 

It is the intention of the Company to file promptly with the 
Civil Aeronautics Board a petition for reconsideration of 
this matter. It is our considered opinion that this Order is 
unreasonable and unfair. If relief therefrom will not be 
afforded by the Civil Aeronautics Board, it is the present 
intention of the Company to seek judicial review' of the 
Board’s Order in the appropriate Federal Court. 
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Current Assets: 

Cash on hand and demand deposits 


U. S. Tax Anticipation Notes, at cost_ 


U. S. and Canadian Government Bonds, at amortized cost (approximately market) 
Accounts receivable— 

U. S. Government Departments........ 

Other airline companies and agents—traffic and express balances, etc... 

Amount due from air travel plan subscribers in excess of deposits.. 

Other trade accounts.„_....... 


Less: Reserve for doubtful accounts. 


Inventories—parts and supplies (Note 1)_ 

Less: Reserve for obsolescence_ 


Indebtedness of employees.. 

Total current assets. 


Special Cash Deposits... 

Investment in Wholly-Owned Subsidiary Not Consolidated — At Cost (Note 2) 
Flying Equipment, At Cost........ 


Less: Reserve for obsolescence and depreciation.. 


Land, Buildings and Other Equipment, At Cost.. 
Less: Reserve for depreciation.. 


Miscellaneous Physical Property Not in Use, at Estimated Realizable Value 
Long Term Operating Property Prepayments, Less Amortization... 


Deferred Charges: 

Prepaid rents and insurance 
Other deferred charges. 


December 31, 

December 31, 


1941 


1940 

$ 

8,727,487.93 

$ 

6,855,742.37 

$ 

2,000,000.00 

$ 

— 

$ 

98,522.37 

$ 

59,974.25 

$ 

1,142,680.29 

$ 

712,136.37 


211,566.32 


264,974.58 


618,693.76 


346,414.77 


192,526.95 


267,168.92 

$ 

2,165,467.32 

$ 

1,590,694.64 


21,376.53 


18,242.89 

$ 

2,144,090.79 

$ 

1,572,451.75 

$ 

1,540,656.71 

$ 

1,050,348.32 


242,810.76 


— 

$ 

1,297,845.95 

$ 

1,050,348.32 

$ 

30,980.91 

$ 

28,983.87 

$ 

14,298,927.95 

$ 

9,567,500.56 

$ 

40,000.00 

$ 

240,000.00 

$ 

500,000.00 

$ 

— 

$ 

9,348,816.92 

$ 

9,385,188.72 


5,520,943.74 


4,145,506.69 

$ 

3,827,873.18 

$ 

5,239,682.03 

$ 

4,203,184.28 

$ 

3,959,184.58 


1,883,147.48 


1,603,210.34 

$ 

2,320,036.80 

$ 

2,355,974.24 

$ 

25,000.00 

$ 

30,000.00 

$ 

77,916.04 

$ 

— 

$ 

88,785.53 

$ 

46,677.32 


143,278.97 


151,957.87 

$ 

232.064.50 

$ 

198,635.19 

$ 21,321,818.47 

$ 

17,631,792.02 


Explanatory notes are attached hereto 
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LMABMLMTMKS, CATE T A I, STOCK AX EE S V Et I* I. El S - 

December 31, December 31, 
1941 1940 


Current Liabilities: 

Accounts payable and accrued expenses...... 

Dividend declared on preferred stock—paid January 15, 1942 and January 15, 1941, 

respectively...... 

Accrued social security taxes.. 

Accrued miscellaneous Federal, State and local taxes...— 

Provision for Federal income taxes.......- 

Liability for deposits on air travel plans..— 

Total current liabilities...— 

Five Year 4J^% Convertible Debentures, Due July 1, 1941.. 

Unearned Transportation Revenue_____—.— 


$ 

2,075,296.89 

$ 

1,340,843.94 


53,126.57 


53,126.59 


117,168.78 


102,682.85 


107,661.10 


65,000.62 


1,282,415.24 


605,735.46 


2,285,505.62 


1,660,091.28 

$ 

5,921,174.20 

$ 

3,827,480.74 

$ 

— 

$ 

2,433,587.50 

$ 

92,636.41 

$ 

— 


Capital Stock: 

Preferred stock— 

Authorized—100,000 shares without par value 

Issued and outstanding—50,000 shares of $4.25 Cumulative Convertible 
IVeferred Stock (preference on liquidation—$100 per share plus accrued 

dividends)_____ $ 5,100,000.00 $ 5,100,000.00 


Common stock— 

Authorized—1,000,000 shares par value $10 per share 

Dec. 31, 1941 Dec. 31, 1940 


Issued and outstanding. 


574,848 shares 380,313 shares $ 5,748,480.00 


Reserved— 

For conversion of $4.25 Cumulative 
Convertible Preferred Stock 
(basic conversion ratio—1-3/7 
shares of common stock for each 

share of preferred stock).. 71,429 shares 71,429 shares 

For conversion of Five Year 4 l A,% 

Convertible Debentures (con¬ 
version price $12.50 per share) — 194,687 shares 

71,429 shares 266,116 shares 


$ 3,803,130.00 


Surplus (per statement attached): 

Paid-in surplus--- 

Earned surplus. 

Contingent Liability (Note 3) 


$ 1,942,682.50 

2,516,845.36 

$ 4,459,527.86 
$ 21,321,818.47 


$ 1,456,345.00 

1,011,248.78 

$ 2,467,593.78 
$ 17,631,792.02 


Explanatory notes are attached hereto 
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SUBSMBiA it Y i IP M BA Xi ES 


CONSOLIDATED STATEMENTS OF PROFIT AND LOSS 


Year Ended 


Operating Revenue: 

Passenger. 

Mail (Note 3). 

Express. 

Other.. 


Operating Expenses: 

Flying..... 

Ground...._..... 

Sales.._... 

\d \ artiabog and (>111 >1 i< i t > 

General and administrative._.... 

Total operating expenses (exclusive of obsolescence and depreciation)... 


Other Income: 

Profit on sale of property and equipment_ 

Cash discounts on purchases, etc__ 


Other Charges: 

I nterest ........._. 

Social security and general taxes (other than taxes included in operating expenses) 

l*ro vision for obsolescence of inventories (Note 1). 

Other...._.. 


Provision for Obsolescence and Depreciation of Property and Equipment 
(Note 4)...... 

Net Profit Before Provision for Federal Income Taxes.. 

Provision for Federal Normal Income Taxes. 

Net Profit Carried to Surplus...... 


December 31, 

1941 


December 31, 
1940 


$ 20,780,423.23 

$ 15,898,793.66 

4,269,880.77 

3,912,816.88 

756,116.08 

566,796.59 

456,236.65 

311,211.17 

$ 26,262,656.73 

$ 20,689,618.30 


$ 

9,847,005.70 

$ 

8,124,601.94 


5,610,051.27 


4,590,377.35 


1,940,385.11 


1,540,785.98 


1,036,160.47 


1,089,183.03 


1,107,230.48 


739,829.74 

$ 

19,540,833.03 

$ 

16,084,778.04 

* 

6,721,823.70 

> 

4,604,840.26 


$ 213,990.30 

$ 

250,835.57 

84,969.98 


75,904.80 

$ 300,960.28 

$ 

326,740.37 

$ 7,022,783.98 

$ 

4,931,580.63 


$ 

61,629.50 

$ 

130,076.23 


472,556.10 


380,499.74 


242,810.76 


— 


104,400.36 


62,269.72 

$ 

881,396.72 

$ 

572,845.69 

$ 

6,141,387.26 

$ 

4,358,734.94 


2,372,226.78 


1,940,784.95 

$ 

3,769,160.48 

$ 

2,417,949.99 


1,296,000.00 


559,400.00 

$ 

2,473,160.48 

$ 

1,858,549.99 


Explanatory notes are attached hereto. 
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AMERiCAX, AIRLMXES, Inc. and C O XS O L I II I T K II SUBSIDIARY C O 31 PA N I E S 


€Ox\SOLllATED STATEMENTS (IE SURPLUS 


PA III-IX SURPLUS 


Year Ended 


December 31, December 31, 
1941 1940 


Balance at Beginning of Year_ 


$ 1,456,345.00 $ 1,350,862.50 


Arising from the conversion of Five Year 4}^% Convertible Debentures into Common 

Stock, par value $10 per share, conversion price $12.50 per share __ 486.337.50 20,677.50 

Arising from the sale of Common Stock to Oflicers and supervisory personnel holding 

options, par value $10 per share, option price $12.50 per share. — 46,805.00 


Reversal (by charge now made to earned surplus) of amount charged paid-in surplus 
in 1939 representing expenses in connection with sale of 50,000 shares of Common 

Stock (to conform to accounting requirements of Civil Aeronautics Board). — 38,000.00 

Balance at End of Year ........ $ 1,942,682.50 $ 1,456,345.00 


KARXKB SI It PL I s 


Balance at Beginning of Year...„ . 

$ 1,011,248.78 

$ (343,182.57) 

Add: 

Net profit for year...-. 

2,473,160.48 


1,858,549.99 

Adjustment of prior years’ expense accrual.. 

107,214.49 


— 


$ 3,591,623.75 

$ 

1,515,367.42 

Deduct: 

Additional provision for prior vears’ Federal income taxes. 

$ — 

$ 

43,942.33 

Expenses in connection with sale of 50,000 shares of Common Stock in 1939, 
previously charged paid-in surplus (not permitted as charge to that account 
by Civil Aeronautics Board).......-. 

_ 


38,000.00 

Dividends declared— 

On Preferred Stock (at rate of $4.25 per share per annum).. 

212,506.39 


41,911.31 

On Common Stock ($1.50 per share in 1941 and $1 per share in 1940). 

862,272.00 


380,265.00 


$ 1,074,778.39 

$ 

504,118.64 

Balance at End of Year . 

$ 2,516,845.36 

$ 

1,011,248.78 


Parentheses denote deficit 
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AMEHiCAX AiRLtXES , Inr. and € O X S O L i 44 A T E 44 S 17 M S 4 44 i A H Y C O A4 4* A X 4 E S 


NOTES 

T 41 

¥ I 14 A 14 Cl AL STATE M E X T S 


Xatv 1: 

Inventories have been valued at the lower of cost (determined on the first-in first-out basis) or market. A reserve of $242,810.76 
was provided by charge to profit and loss for the year 1941 to provide for anticipated obsolescence of spare parts in inventory 
on the basis that obsolescence affects spare aircraft, engine and accessory inventories as well as operating aircraft. 


Xotv 2: 

During the year 1941 the Company organized a new wholly-owned subsidiary which is not consolidated. The sole asset of this 
subsidiary at December 31, 1941 was cash in banks aggregating $500,000, the subsidiary being inactive until 1942 when it 
engaged in airport restaurant and airline catering operations. 

. 7 : 

Contingent liability — 

Operating revenues from the transportation of air mail have been credited to profit and loss on the basis of rates of compensation 
for such service established by the Interstate Commerce Commission and currently being paid by the Post Office Department. 
Such rates are now under review by the Civil Aeronautics Board which has, as yet, reached no decision. However, on June 19, 
1941, the Examiner in the proceeding issued a report, which is advisory only and is not binding upon the Board, recommending 
that the Board find lower rates than those paid to the Company to have been fair and reasonable since January 1, 1940. If 
the lower rates recommended by the Examiner had been in effect during the years 1940 and 1941, the Company’s operating 
revenues from the transportation of air mail would have been less by approximately $1,250,000 and $1,400,000 for the respective 
years, with a resulting reduction in its net profit, after provision for Federal income taxes, of approximately $950,000 and 
$970,000, respectively. 

The Company has filed a brief and made oral argument in substantiation of its position that the lower rates recommended in 
the Examiner’s report are unfair and unreasonable and that the Civil Aeronautics Act affords no legal basis in the present 
proceeding for the reduction of existing rates retroactively with the elfect of subjecting the Company to the repayment of 
any portion of the mail compensation theretofore paid to it. 

See Page 13 hereof in regard to the Civil Aeronautics Board's Order and opinion dated March 12,1942, concerning 
the Company’s compensation for the transportation of air mail, which was issued after the preparation of this 
report. 


.Vo/e 4: 

Effective January 1, 1941, the Company increased the rates theretofore established for depreciation and obsolescence of 
Douglas DC-3 and DST aircraft purchased subsequent to January 1, 1940, and decreased the rates for aircraft radio equipment 
and aircraft propellers. As a result of these changes, the provision for depreciation and obsolescence for the year 1941 is 
approximately $40,000 greater than it would have been had the rates in elfect during the year 1940 been continued in 1941. 


Ill 







AM ER MCA N AtREMNES, Mnr . anti C O N S O L i » A T E » SMJBSiDtARY COMRANMES 


NOTES 

T O 


f i nr a nr r i a l state m i: a* t s 


Note 3: 

Subject to approval of stockholders at the annual meeting to be held April 22, 1942, the Company’s Board of Directors 
authorized the establishment of a Retirement Benefit Plan, effective December 31, 1941, providing for retirement annuities 
and death benefits to participating employees. The current cost of these will be paid to insurance companies, in part from 
employees* contributions and in part by Company payments, the latter being estimated at approximately $250,000 for the 
year 1942. 

In addition to contributing to the current cost of this plan the Company hopes and expects, but does not guarantee, to purchase 
over a period of years and wholly at its own expense annuities based on employees’ services rendered prior to December 31, 1941. 
The net cost of such past service annuities is actuarially estimated at approximately $1,000,000 of which the Company paid in 
1941 and charged to general and administrative expense $175,000. 


Nate H: 

At December 31, 1941, the Company was committed to purchase approximately $2,450,000 of new aircraft w hich are scheduled 
for delivery in 1942. 
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ARTHUR YOUNG & COMPANY 


RADIO AND CABLE ADDRESS 
•ARTHYOUNG** 


ACCOUNTANTS AND AUDITORS 


NEW YORK 1 CEDAR STREET 

CHICAGO 

PITTSBURGH NEW YORK 

KANSAS CITY 

MILWAUKEE 

LOS ANGELES 

DALLAS 

TULSA 

LONDON. ENGLAND 


To the Board of Directors and Stockholders, 

American Airlines, Inc.: 

We have examined the consolidated balance sheets of American Airlines, Inc. 
and Consolidated Subsidiary Companies at December 31, 1911 and 1940, and the 
consolidated statements of profit and loss and surplus for the fiscal years then ended, 
have reviewed the sytem of internal control and the accounting procedures of the 
Companies and, without making a detailed audit of the transactions, have examined 
or tested accounting records of the Companies and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examinations were made in 
accordance with generally accepted auditing standards applicable in the circumstances 
and included all procedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheets and related con¬ 
solidated statements of profit and loss and surplus, together with the accompanying 
notes, present fairly the consolidated position of American Airlines, Inc. and Con¬ 
solidated Subsidiary Companies at December 31, 1941 and 1940, and the consolidated 
results of their operations for the fiscal years then ended, in conformity with generally 
accepted accounting principles applied each year on a basis consistent with that of 
the preceding year. 

Arthur Young & Company 


New York, N. Y. 
March 2, 1942 
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